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Balance of Payments—
Foreign Dollar Receipts Maintained -

TI_-IE pringipal feature of the tronsactions between the
United Sietes and foreign couniries during the fina)
3uurtru' of 1953 was the conbinued rise in foresgn gold and

ollor holdings. United States u]]mymmlt‘-s t¢ foreign coun-
tries have exceeded receipts without interruption sines the
second quarter of 1952 with a resulting addition of approxi-
mately $3.9 billion ta foreign gold long and short term
dollar ssgata, Liguid dollar assats alone l? nz gokd held by
formiﬁn covniries (excluding ihe Seviet bloc and internn-
tional institutions) amounted to about %23 billion by the
end of 1953—about $2.5 billion more than at the beginn
of thot year. Aboutb $2.1 billion of that incrense resulte
from tronenctions with the TUnited States.

Rise in foreign reserves

Tha net payments of neardy #400 million in gold and
dollars to foraign countrics during the fourth quartar were
npproximately 535G million less than during the previous
tquarter. 'This decline, howevar, was ] 7 zensonal and
does not in itsell indiente & basic ehange o the bolence of
our interaationnl transactions. Ia foct, the decline in net
_payments to foreign countries wis about the same as during
the soma period n 1952 and the absolute amount of the
net payments in both the third and fourth quartera of 1953
wes plso abont squal to the pravious year's. Puortial dota
Tor the first twe months of the current yosr indicnte that
tha rise in foreign dollor holdings continued,

Major seazonal influences doring the faurth quarter which
raised net United States receipis nbove, or reduced net
United Statea paymenia below, the annual avarage included
largar tecoipts of mterest and amorlization, and lower
tomrist expenditures. Durning the third quarier, the same
types of transoctions resulted in net paymonis obove the
aTnual averses.

Foreign dollar receipts unchanged

The dacline in businees activity in the United Siates bind
aeveral In offsatting effects upon the balonca of pay-
ments. erc ise imports inte the United States fell
about $100 million below the valus during the third gquarter,
gdthough during most twar years imports rose slichély
during this gesson. The declime in forcign dolin receipts
from lower sales to the United States wos offsat, however
by a change in the movemen: of private portfolio capital
{rli}]]n} an mnflow of over $110 million te an outflow of $90
mion,

This reversal may—akb least in port—be attributed to the
loosening up of the capital market which favored the flota-
tion of new security issuea in the United States by Canads
2nd the International Bank. The higher intorest rates of
the previous guarter had lowersd bond prices ond conse.
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quently induced repayments of foreign loane ond a posi-
nement of new iesnes. Inflows of portfolio eapital, from
urope continued, however, reflecting ihe greater avail-
ability of demestio pﬁﬁntﬂ az well ns dollars in seme Europenn,
countriea, Thot inflow resulted from the repayment of
bank lenns as well us ihe purchases of & large portion of the
newly issusd bonds of the Internations! Bank. )

Bhort term 11, 5. capital movements also chnnged in favor
of foreign countries. Net ouiflows to all counfriea, except
Brazil, rose from the third to the fourth quarter by aboul
$150 million. Commercial ¢laims on Brazil ware reduced
with the help of the $500 million loan grwmualjr provided |
for thai purpose by the Export-Import Bank.

Taking the renswed private capital outilows into RECOUDY
total forcign dollax receipts from "sommercial"” transactions
{sea chart} during tha fourth quarter about equaled those *
during the third, nltrhuu%h tourist expenditures including
fares declined z2easonyl y about 5260 million, Military |
expenditures rose from $635 million during the thied quarter
(tevised) to 744 million during the fourth. The net outflow
of funda on Governmenst prants and eapital {sxcluding cid in
the form of military am:Fi_tama) dropped from about $560
million to about $425 million. The totnl of foreizn dollar
receipts both from privete and these Government sources
remained substantiglly unchsnged from the r&mmﬂmg
q;lm*teé', ond was also the same as during the fourth quorier
of 1952, ~

Imporis from sterling area stable

Dwllor raceipts of the storling aren irom the sale of goods
and services to the United States and from privase lonna and
investments rernnined ed from the third quarter ex-
cept for the seasonal decline in United States touriss m;;pqn!ii-
tures, United Stotes merchondize imports from the British

dependencies ns well as the independent covatries of the -~

non-Eurcpean sterling ares were apparently less vulnernble
to the chonge in demeafic business conditions then the drop
from the second to the third quarter supgested. ﬂ:-l[i:dpﬂrtl’ the
Irrge drop in imports drom e second io the uarter
wos due to seasonal foctors. Another factor combributing
to the etahilization of import valuea waa the slowdown in
price declines of several important sterling ares products.
Merchandise imports from continental Europe ineressed

- glightly from the third to the fourth qunrter 48 imports of

ateel mill producte which rose rapidly after the 1952 sieel
strike wers raplaced by imports of miscellaneous manufac-
tures.

Military expendituves in Western Europe snd the depend-
encies roge from $308 million to $372 million, portly becevsa |
of rising deliveries on offshore procurement contracts oned
pwrtly because of higher construction sxpenditures.
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Imports from Canadn rose congiderably less from the third

to tho fourth gquazter of 1954 than during other recent years,

* pnd n dedine in imports from Latin Ainerica exceeded the

spasonnl reduction in sugar importa. Lower shipments of

copper nnd wool were responsible for the chenge. The recent

rise in coifee and cocon prices, which would tend to offast the

" decline in demand for other imports from Latin America, had

not yat affected the unit values of theso products wrriving

here duting the fourth quarter. It moy be expected, how-

v gver, that the higher prices will raise forsign dollar receipts

by a substantial smount, even if reduced supplies affect the
yolume of imports.

" Exports up

Exporis of goods and services excluding those transferred

. umle:]?ﬂmilim nid mgg:ma rose by about $320 million, about

100 mi[liuu?rarss {hon from the tinrd to the fowrcth quarker of

1952, 'The rise includes the sensonsl incrense in incomes on

investmenta, which is pertly offset, howsver, hi}’ the seasonal

+ decline in foreign tounst expenditures in the United States,

Ineome on private investmenta du.rmithu last & monthe of

1653 was, howsaver, nbout § percent lowar than durihg the

corresponding period of 1952. This decline is in part con-

* nacwfu with, and represents a partisl offsei to the decline in
the velue of imports,

I Adjusted merchandise exports other than thess under

. militery aid programs rose by shout $260 million, This rise
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was nbout 370 million lees than during the correspondi
Eerind of 1952. During that yeor the nse was accentunied,

owevar, by the increase in production after the tormination
of the at.e:e{ atrike. If pllowance were made for shipments
during thoe fourth quarter of 1352 which ware postponed b
the strike, the ries in exporis from the third to the fourt

unrter of 1983 may be considered to be actually higher

in the previcus year.

Although the improved dollar
foreign covntries to relax restrictions againet imports from
the United States, the advance over the thind quarter is not
necessarily due to sny change in longer rua trends. It may
have erisen from styicily temporery Inctors, such ns speoded
up deliveries faciliteted by the reduced domestic demond,
and, of course, sengonel faetors, which raiged exports of cotton
and tobacco. Tobacce exporis were also inercased by Gov-
crament sales under the progrem for the disposzal of aurplus
agricultural commodities for foreign currencies. Coution in
interpreting the upturn in exports is also indicated by re-
ports of declining export arders and the very sharp decline
in totmilicary exporte from December to Januory.

position permitted aevern]

Shipments to Latin America increase

Merchandise vxports to Latin America atarted o recover
some in the fourth quorter sfter a decline which extendad
back to tha first half of 1952, The rise wns mosi prominent
in the exports to Mexico and Venezueln, but was noticeabls

United States Balance of Payments

Gaovemment grants and military exgenditures account for
axcess of Foreign doflar receipts over expsndifures
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algo in the ease of Cuba, Brazit, Colombin and Chile. Far
sme ¢countries, such as Mexico and Cuba, the rise in United
States oxporia reflects in part the complation of inventory
adjustients of local importers, The deeline jn the dempnd
for nen-farrous metals produced in that aren apparently had
not yet affected the demand for United States exports.
However, the riss in exports to Latin America other thon
Brazil was facilitated by an 380 million rise in shori-term
credits iargely by United Stotes banke. Recorded nat re-

ents of short-term eommereinl credits by Brozil io the

$ quarter of 1053 emounted to $146 millien.

Tha rise in non-military merchandise exports to Westarn
Euwrops appears to have beon lavgely sensonal. The axport
value during the fourth querter of 3963 was neazly equal to
thot in the lnat quarter of 1952,  Exports to Conada drapped
off in conirast to substnotiel incrensea from the thied to the
fourth guarter during the thres preceding yemrs. This
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devalopment may refloct the decline in Canndisn industeizl
production nnd farm incomes during the lash months of the
Year. :

Europe improves dollar position,

Official and banking dollar agsets {includi
Government segurities) held by the Tni
clined during the fourth quarter b
offsetting %h d purchases in the
decline for these 1tems since the first quarter of 1952, Trane-
actions by the sterling aven with other cowatries, however,
eompengated for thess lopses in United States doller balances
ginee the British officinl reserves, which includa gold, T1. 8.
sud Caondisn belances, inerensad during the same pariod
by %32 million. )

Transactions of the sterling area with the United Staies
during the fourth quarter were in virteel bolsnce, elthough

; United States
#1586 million without
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they included the annual ents of about $140 million on
the British loan of 1946 and other exedits. This represents

+ prectioally no change from the fourth quarter of 1852 when
the transactions with the sterling aren were nles in balance.
Fhe decling in reserve accwmulations by the sterling area
from %160 milion in the fourth quarter of 1952 to $32

" million in the fourth quarter of 1953 was due, therejors,
alinost entirely to changes in transaciions with countries
other than ths United States. .

v {(3old and dollar holdivgs of continental VWestern Fm‘gﬁn
continued 40 incresse at about the snme rote 8 during the
third quarter. Agsin the rise was distributed amony 2 large

pumber of countries, including Germany, Italy, France,

* Austna, and Greece.

Canadion dollsr assats rose faster than during the third
- quorter. The increased supply of U. 8. dollars was also
, permitted o raise the exchange rate of the Canadian dollur,

the United States by Arens, 1963
' .
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Thea shift in the movement of partfolio capital aspmnﬂ wis
the main renson for the strepgth of the Coondian ex
gituation during the iate months of last year which continuad
during the firat monihe of the curvent year.

Drawings on Lakin American dollar reserves are accountad
for by UIJE:. ond Brasil,' The decline in Cuban dellar hold-
ings 13 partly seasonal but may alse reflect renewed demangls
for imports. Prazilian holdings declined a9 funds previously
obtained from the Export-Import Bank for tha payment of
E{a;:dua cloims of United Stotes exportera. were utilized for

i purpose.

Tha only other major chenge in foreign dollar hoddings dur-
ing the fourth quarter was the decline in Jzpancse dollar
asgats. 'Thie resulted partly from the use of dollars to aet-
tle n deficit with the sterling area, T1. 5. mil expandi-
tores in Jupan did not decline afier the conclusion of the
Eorean nrmistice bub relatively small rice harvesta neces-
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g:-a.:nd increased purchases of foodstulfs from tha Tnitad
ntos,

Military purchases fill commercial gap

The nccompanying chart has been designed to bring out the
bngic chaonges in the United States balanee of payments sinee
the war? It shows the extent to which foreign countries
covld meet therr sxpenditures in the United Biates through
dollar receipts from commercial transactions ond the extent
to which they depended upon military expenditures or gronts
nnd loans by the %nited States Government. ' The difference
botwaen tetal foreign dollor receipta pnd expenditures indi-
catas
to be nzed Lo supploment foreign dollar recsipts from 1046 to
:1349 and eould accumulated by foreign countries since

an. .

The excass of forzign dollar reenipis over expenditures and
the consequent rise in foreign gold and dellar holdings since
1950 waa facilitated Ly Goveromont transactions, i. e., mili-
tary expenditures as well os gronts and loens. Governmment
expenditures, even omitting those for military end items
delivercd wnder nid programs, amounted ic about $4.6
hillion during the yen 1953, more than in any year sinca 1949,

The importance of the United States Government is o
spurce of foveipn dollar receipts raises the guestion of the
extent to whiah the rige in foreign reserves indientes the
restorntion of the capacity of foreign economies to mect their
demand for foreign oxchange throngh exporis nnd through
their ability to atiraet axternal eredic.  Although thera egn
bhe little doubt of the fundamental improvement in Europe
nnd other eountries, some additionsl guidance in answering
t.lfla,t. question may boe provided by an anolyeis of the balance
o ents,

ilitary oid in the form of miliin
tated by special circumstonees ani the rvizing need Ior such
aid by foreign counkries may not be considered entircly oo
indieation of corresponding changes in their bagic economic
gitpation. -

Other grants nnd logns are usunlly considered to meet the
vivilian neede of the foreipn economies. The distinetion
berwamn nid in the [orm of military end items ond other
grants and loane iz, hewever, not so shop a8 the figures sug-
gest beeause spme grants wera given {0 purchase equipment
or row materials needed in Lhe produciion of military goods
or to provide the rovenue to meet military expendibures. In
eny ense, Governmaent grante and loans result in a4 net in-

¥, Bovornmecl gronis el loane for Ok years 164E sxchuds the mplinl suleadpdion Lo
the I Ul Dank ond tha Totoroations! Monetary Pund but Inclode net dodier slisdaoe-
munty by Lkoso sgorenica,  For ol othar yroce thesn Intormotional testitocions. ane treated oy
{orqlytm amLICDes 8 0 Eabba 2.

and items iz neesssi-

the chango in foreign gold and dollar nssets which had -

Moreh 1064 , .

ercase of the resources available Lo foreign countries. The
chart indicates, however, thet with the exception of military
end items, foreign countries 25 & whole have been able since -
the third quorter of 1352 t¢ moet their requirsments from
their own resources ond to ndd the dolor equivalent of theas
grants and loans to their reserves, }

Military axpanditures, in principle, do not provide a nat *
nddition to the real resourees of foreign countries but repre~
sent & purchose of goeds wnd sorvices produced there. Al-
though military expenditures rre, therefore, similer fo, and.

of, other purchases of goods nnd servi in some
inetances tha hordadine with prants is rather fuid. This is .
the cesa particularly whare militory equipmant is purchased
andl tronsferred back to the skme counéry os military aid, or *
other expenditures are incurred abread for the partisl benofit
of foreign countries. (Diffshore proeurcment for retranefer to ~
giher countries is treated in the balance of payments gs twa »
transactigna. The firat rapresents o United States purchase
regnlting in o rise in foreign dollar balenges; the soeond
congigts of oo “export” of these goods to foreign countries
matched by an equel smount in Governmeni umilatersl s
tranefers,) ‘The chort indicates thot mwost of the dollars .
derived by foreign countriea from these expenditures were
needod to pay for fnre'gn purchnses havs.

A derlina in United Stntes militory axpenditurea, however,
would not necessarily exert o corresponding pressure upon
fm‘mgn countriss to téght.m agnin the restrictions on their -
purchages here, or to driow upon their reserves. Tho redue- ¢
tion in United States militory expenditures ahroad, and cven.
more 30 o reduction of military ecxpenditures by foreign |
counlries themselves, would set froe evonomic resources '
which could be used to meet o lorger portion of the tar:
foreign domnnd, thus displacing purchuses from the United
States, or to increase sales in this country. The necessory
changes in productive facilitics weuld require new inveat-
ments, howaver, and some time may' zlapse before the
sdiustments could ba completed. . . £

ut regavdless of this, miliGny exponditores sre hlsely to
riga in the near future. Teotal offshore procurement contencts
amounted to sbout $2.2 billion by the end of 1843, Totad
poyments ogainst these contracts at the sama timo we
about $375 million, including $300 million durir:lg the last
year. Deliveries are cxpected to rise rapidly during the -
corrent year, and the corresponding pwyments will provide
an even stio support to the foreign dollar position than ™
last yeor. ile this increased support will accrue mainly
to Weatern Europe, and would directly benefit thoss coun- -
tades, it moy also hove indirect beneficial effects vpon othor..
countriea which might be infleenced by o decline in com-
mercial import demand in the Uniced States. !
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